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Abstract 
This study is conducted to identify the transformation of BPHTB tax after diverted into local tax in Kediri City, including the 
supporting and inhibitors factors involved in the practice. This study used qualitative method, with descriptive approach. The result 
shows that Kediri has enough preparation in facing diversion of BPHTB into local tax, this can be foreseen from the institutional 
side, infrastructures and human resources which are well qualified.  The supporting factor for BPHTB diversion in Kediri is 
administration motivation to adjust the regulation to its regional condition, yet there is a lack of human resources quality in 
collecting BPHTB.  
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1. Introduction 
Since reformation in 1998, the concept of decentralization and local autonomy has been born. Local autonomy is 
the authority given to local governments to manage administrative sectors of government in addition to the six areas 
that are security and defence, foreign policy, monetary and fiscal issues, law and religious affairs (Kuncoro, 2004). 
Decentralization itself can be interpreted as a transfer of power from central government to local government in terms 
of decision making for regional administration and policy frameworks. In other words, it does not only rely on central 
government for making policy, but it also depends on local government itself for making policy that suits their region.  
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The main objective for the implementation of regional autonomy is to improve public services and promote the 
local economy. Based on this goal, local governments are required to collect sources of funding for the implementation 
of the regional administration. One of the solutions for government to improve the revenue side is to expand the type 
of local tax and local fee.  But, if the government is willing to increase their revenue side, they have to improve their 
public facility.  
Aligned to fiscal decentralization, the concept of local taxing power has arisen. Bahl (2001) argued that fiscal 
decentralization should be followed by the local governments’ ability in collecting local taxes (local taxing power). 
Theoretically, local government will hold main source of development funding if there exists ability to collect local 
taxes. One of the implementation of local taxing power in Indonesia, along with assignation of Local Tax Statute No. 
28/2009 on Regional Taxes and Levies (PDRD), is Bea Acquisition Rights to Land and Buildings (BPHTB) which is 
diverted from central tax to local tax.  
BPHTB is a property tax levied on the acquisition of land and buildings under the provisions of Act No 21/1997 
on BPHTB, of changes by Act No. 20/2000. Why does the BPHTB have to be diverted into local tax? The answer to 
this question may well find in the PDRD Statute. Prior to enactment of PDRD statute, BPHTB is central tax, it means 
management of central government is the one responsible to collect BPHTB. But, after the Act of PDRD statute set 
BPHTB as tax policy managed by the district/city, and it will directly affect the revenue of local government (PAD) 
(Putri, 2012). By the transfer of BPHTB into local tax, it is aimed to increase many sectors for local tax revenue, 
accordingly the goal of regional development, namely the independence of the region will be achieved in the future.  
The purpose of the BPHTB diversion is none other than to upsurge the independence of local and regional 
development in terms of financial management with the concept of local taxing power or empowerment of local taxes 
followed by the increase in expenditure due to growing activity (money follows function).  
The property tax is almost every local government tax revenue source in developing countries (Bahl, 2008). The 
facts, for some region who have implemented BPHTB as local tax, their revenues are not getting bigger. It is caused 
by many things, such as local tax authority (human resources) and local Act (administration) which is not ready to 
collect BPHTB. Another reason is because of variation of local government economic power. In China, local 
government’s economic power vary so that their responses to macro policies also vary (Bai, 2014). 
In this paper, we examine the case of Kediri, a city which has, like many cities in Indonesia, been attempt high 
PDRB in 2008-2011 and has been collected BPHTB as their local tax own revenue since PDRD statute was assigned. 
Kediri is one of the city which the yield of BPHTB revenue (as local tax), the higher among local authority in 
Indonesia, is about 62.56 percent.   
The main purpose of this paper is to know the transition of BPHTB tax after diverted into local tax in Kediri City, 
including the supporting and inhibitors factors which involved in the practice. Another objective is to explore the 
condition of related government, in the light of BPHTB diversion into local tax. Is BPHTB really more effective if it 
is as a local tax rather than central government tax? Is the diversion of BPHTB can yield much more revenue for local 
government? Section 2 briefly reviews several study on property tax in some other countries. Section 3 presents the 
research method for this research. Section 4 discusses the transformation of BPHTB tax after diverted into local tax in 
Kediri City, including the supporting and inhibitors factors involved in the practice. While section 5 contains the 
conclusion and recommendation initiatives. 
2. Literature Review 
Related to this paper, there are several studies on effectiveness of property tax in some other countries. 
Nevertheless, a study focused on central tax becoming local tax is infrequent, particularly, with the case of Indonesia. 
Former studies would be presented as supportive on this study.  
Presditero et al. (2014) argued that at a sub-national level property taxes are used to contribute and straighten fiscal 
discipline beyond the positive impact of tax decentralization, consistent with the ‘‘local incentive effect’’ of property 
taxation.  
Zodrow (2014) explained that under the beneﬁt tax view, the property tax functions as an efﬁcient user charge – an 
indirect payment for the beneﬁts of local public services received by the residents of the taxing jurisdiction. On the 
1181 Tiara Juniar Soewardi and Candra Fajri Ananda /  Procedia - Social and Behavioral Sciences  211 ( 2015 )  1179 – 1185 
other hand, under the capital tax view, the property tax is an inefﬁcient tax instrument, as it reduces housing 
consumption and distorts resource allocation, driving capital out of high tax jurisdictions and into low tax jurisdictions. 
Ihlanfeldt (2014) found that the monopoly power of local government would determine their potential revenues. 
Those with greater monopoly power are found to increase their tax rate by more, because they have less fear of capital 
outflow. Capital expenditures, on the other hand, are cut by principal cities and, with less certainty, are cut by other 
metropolitan cities and by counties. 
Bai et al. (2014) found that in Chongqing, property taxes are mainly imposed on high-end properties including 
single family houses, big apartments, and those much more expensive than the city average. The positive effect of 
property taxes on home prices in Chongqing, opposite to that in Shanghai, it is driven by a spillover effect from high-
end to low-end properties. Naturally, people quit buying high-end homes, turn to low-end ones to avoid future 
property-tax payments. This lower prices of high-end houses but raises those of low-end ones. 
De Cesare (2012) argued that even when local governments are empowered to impose property taxes, a higher 
level of government often sets assessment parameters or statutory tax rates. Institutional arrangements and the level 
of institutional development also matter. For instance, when local governments have the power to impose taxes that 
are less visible and easier to administer, such as sales and service taxes, the property tax is likely to become a lower 
priority because it is more difficult and costly to administer and may generate less revenue than other taxes.  
Oates and Schwab on City Taxes, City Spending (2004), argued that local property taxes can also distort location 
choices and raise issues concerning the existence and stability of equilibrium. They explained that a household’s tax-
price for local services now depends on the value of the property in the community. Communities with highly valued 
property can plan a given budget with a lower tax rate. Thus it is in the interest of a household to locate in a property-
rich jurisdiction with low tax rates per unit of services so as to obtain these services at a lower tax-price. 
3. Research Method 
The discussion is designed to answer questions and research purposes related to the implementation of BPHTB 
collection, in terms of theory of the provisions governing the transfer of BPHTB into local and the implementation of 
tax collection in the field. Thus, a suitable method for this research is descriptive analysis with qualitative approach. 
Descriptive method to the qualitative approach in this study is intended to explore information from relevant sources. 
The subject used in case study is DPPKA (Revenues Office of Regional Finance and Assets Management) of Kediri 
City, Pratama Taxation Office (or Small Tax Administration Office) of Kediri City, PPAT / Notaries in Kediri City 
and Land Office (BPN) of Kediri City. Therefore, the implementation of BPHTB local tax collection and cooperation 
of the parties involved in collection implementation can be used as a proper measure for the transfer BPHTB into 
local. 
Purposive technique is used by researchers in determining informants. Researchers determine it by relating the 
research purpose with the informant profile. The data source obtained from in-depth interview, documentation, 
observation, and secondary data that complete this study. In-depth interviews are a way of collecting data or 
information by means of direct face to face with the informant, with a view to gaining a complete picture of the topic 
under study. In the qualitative research, in-depth interviews become a major tool in combination with the observation 
that could someday help analyze the study of the results obtained from observation and in-depth interview itself 
(Bungin, 2010). 
The researchers checked the collected data by using triangulation technique to test its validity. Triangulation 
technique is applied by researchers using variety of data sources are different so that the research results obtained 
between informant and then sync with each other. Basically, Triangulation is a technique that is based on mind-set 
that is multi-perspective phenomenology. That is to draw strong conclusions, it is necessary not only from one point 
of view (Sutopo, 2006 and Creswell, 2012). 
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4. The Transformation of Bea Acquisition Rights to Land and Buildings (BPHTB): Case Study in Kediri City 
of East Java 
The term of transformation on this paper explain about the condition of BPHTB. It shows the purpose of BPHTB 
being local tax, process and transition of BPHTB from central tax being local tax and the implementation of BPHTB 
itself as local tax. By utilizing in depth interview with the informant, we find that there is some transformation there. 
4.1. Institutional side 
4.1.1. Changes of the statute 
The statute that is underlying of BPHTB must be changed, along with assignation of Local Tax Statute No. 28/2009 
on Regional Taxes and Levies (PDRD), since January 1 2011 BPHTB officially being local tax. After the Act of 
PDRD statute, the opportunity for local government to prepare the diversion needed have been given. As for Kediri, 
assignation of Local Tax Statute of Kediri City No. 6/2010 on Local Taxes, it contains a description of BPHTB in 
Kediri City, NPOPTKP (The Value of the Acquisition Tax Taxable Object) and rates specified for Kediri City, is set 
at IDR 60.000.000 (sixty million rupiah) to each taxpayer. The BPHTB rates set at 5 percent. 
4.1.2. Changes of the administrative institution 
When BPHTB remains as central tax, Pratama Taxation Office of Kediri City is the one responsible to collect 
BPHTB. It is the intermediary institution for DJP (Directorate General of Taxes) and Ministry of Finance.  After 
BPHTB diverted into local tax, DPPKA is the intermediary institution of local government to collect BPHTB, 
including allocation of local tax revenue for local government and resident needs. The improvement on tax 
administration will increase the efﬁciency of expenditure that further will guarantee ﬁscal sustainability in the near 
future (Ikhsan, 2005). 
4.1.3. Changes of mechanism or procedures 
The actual procedure of BPHTB tax collecting is easy, as submitted by several informant, BPHTB is a Self-
Assessment System (SAS), which is the system that gives authority, trust, responsibility to the taxpayer to calculate 
or take into account , paid and self-reported the amount of tax payable to be paid. Under SAS, the responsibility to 
compute the tax payable is taxpayers. SAS requires taxpayers to be well-versed with the existing tax statute and 
provisions since they are responsible to the tax authorities in the case of a tax audit. Another prominent attribute of 
SAS is voluntary compliance, as the tax return submitted by taxpayers is deemed to be their notice of assessment. In 
other words, penalty mechanisms will be applied if taxpayers do not submit a correct tax return within the stipulated 
period (Saad, 2009).  
Unlike the mechanism of BPHTB collecting as central tax, the mechanism of BPHTB collecting as local tax was 
different since assignation of SE BPN No. 5/SE/IV/2013, the validation of BPHTB was abolished. According to the 
result of in-depth interview, SE BPN No. 5/SE/IV/2013 led to confusion in collecting system. Thus, the 
implementation of BPHTB collection tax becoming inefficient. It caused underpayment or overpayment, which is 
actually extent the process of BPHTB collection itself. Then, all of the participate that related to collecting BPHTB in 
Kediri arrange an appointment to coordination in order to adjusted the existing conditions that happen and then 
establish that Kediri remain the validation, but it placed in the beginning of the process of BPHTB collection. So 
before the taxpayers report their tax liability, they have to get validation from DPPKA first, and then continue to pay 
their tax liability in appointed Bank, it is Bank of East Java 
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4.2. Management of BPHTB supports 
4.2.1. Infrastructures 
Infrastructure function in government is used to facilitate or accelerate the government activity in order to achieve 
better performance. Infrastructure is like a vehicle or a tool used to reach the destination, easily and efficiently 
(Adisasmita, 2011). Aleksiane and Bagdonavicius (2008) on Bahl (2009) argue that the central valuation authority of 
Lithuania is able to develop better analytic system such as fully computerized property registration system links data 
bases and gather more professional expertise at a single place. The swift of BPHTB databases and computing system 
(SISMIOP) from Pratama Taxation Office of Kediri City to DPPKA shows that between institutions that related to 
BPHTB collection, there is great cooperation. DPPKA of Kediri city has begun a sufficient support facilities, including 
computers used to manage the data and expand their office to make taxpayers comfortable to report their tax liability. 
4.2.2. Human Resources 
Human resources is an important factor in order to achieve the goals of organization. In this case, human resources 
quality, especially on the appraisal skill, is greatly affect whether the BPHTB collected well or not. Accurate 
assessment of property tax bases is problematic and costly, making the legal value of properties divergent from market 
prices (Presbitero, 2014). In order to improve the quality of human resources in Kediri city, DPPKA dispatch some of 
their staff to continue their education. Until their staff success to graduate and help DPPKA, they still cooperating 
with the private sector/consultant in the case of NJOP (Sales Value of the Tax Object/the Taxable Value of Property) 
appraisal. 
4.3. Revenue Side 
Local taxing power is the main purpose of the diversion of BPHTB being local tax, it is clear that revenue side of 
local government is changed. Based on DPPKA and Ministry of Finance data bases (from 2008-2012) (see table 1), 
indicates that after diversion of BPHTB being local tax, the contribution of BPHTB revenue to local revenue of Kediri 
city is higher than before, it is raised about 2.02 percent in 2011 (1,24 percent in 2009). It shows that the revenue yield 
of BPHTB tax in Kediri city is really high after it diverted into a local tax, and it will used to government needs, 
especially for public infrastructures. The best comparable data available (Ministry of Finance, various years) suggest 
a high yield revenue of BPHTB tax to local revenue in Kediri city is increased from 9.36 percent in 2009 to be 12. 77 
percent in 2011. The target of BPHTB revenue was achieved in 2011 until last year. 
 
Table 1. Contribution of BPHTB Collection to Local revenue of Kediri City, 2008-2012. 
Years 
Realization of Local Revenue 
(IDR) 
Realization of BPHTB 
(IDR) 
Contribution of BPHTB collection to Local 
Revenue (%) 
2012 872,031,750,724 12,839,378,571 1.4723 
2011 732,470,322,059 14,844,072,861 2.0265 
2010 715,498,360,442 10,550,299,464 1.4745 
2009 672,230,171,425 8,319,136,579 1.2375 
2008 578,171,016,684 7,580,214,038 1.3110 
Sources: DPPKA, 2008-2012 
Notes:  
2008 – 2009*) BPHTB collection on BPHTB transfer from central government (before assignation of PDRD Statute) 
2011 – 2012**) BPHTB collection on local revenue (after assignation of PDRD Statute) 
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Because Kediri is a city which has been attempting high PDRB in 2008-2011, it makes economy of Kediri is much 
better than another region near it. It will make differ of any other case of BPHTB in other local governments. Larger 
increases in personal income per capita, in population, and in employment all positively and statistically affect the 
percentage change in the tax base signiﬁcantly (Alm, 2014).  
Local property and income taxes as beneﬁt tax is most appropriate in the suburbs of metropolitan areas. These 
communities tend to be relatively small, their populations tend to be made up largely of mobile homeowners, and their 
property tax base tends to consist largely of residential property. In the absence of budget referendums, only in small 
communities are local government likely to be able successfully to match property tax payments to the public service 
mix desired by residents (Oates, 2004). 
5. Conclusion and Suggestion 
The Diversions of BPHTB become local tax in Kediri City is the right policy to increase the fiscal capacity of local 
governments. The local government of Kediri is fairly prepared to face of BPHTB diversions into local taxes. This 
can be seen in terms of institutional (legislation, organization and implementation procedures), infrastructure and 
human resources, although in some aspects still need to be improved. Most importantly, the most powerful driving 
forces in managing of BPHTB in Kediri City is the great motivation and good collaboration of local governments and 
related parties so that any problems arising after diversions can be resolved properly. The Evidence shows that they 
solve the problems of elimination of validation by SE BPN No. 5/SE/IV/2013. However, the quality and quantity of 
human resources with expertise of assessors in the appraisal of tax rate (NJOP) still not enough to increase the collect 
of BPHTB tax more. 
The central government policies should not necessarily be purely implemented without any evaluation. One size 
fits all cannot accepted because local government economic power and their capacity to absorb new responsibilities 
is vary (De Cesare, 2012). The existence of policies issued by the central needs to be adjusted to the conditions in 
each local government. For coordination of BPHTB tax and income tax-related PPh-PHTB (Income Tax on Land and 
Building Rights Transfer) need integrated tax reporting. It would be considerate if there is an integrated database, in 
which the DPPKA as a tax collector and the PPh-PHTB collects income tax, can access the transactions that are 
occurring as well as the value of the transaction, so it will not happen incompatibility of data or transactions reported 
by the taxpayers. 
These results have been found only in Kediri city and they may not hold for other states. So another study is 
required to recognize other condition of diversion of BPHTB in another region. 
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